
 

 

C
ou

nt
y 

of
 S

an
 D

ie
go

 
 

 
 

 
 

 
A

ud
it

or
 a

nd
 C

on
tr

ol
le

r 

OO
FF FF

II CC
EE  

 OO
FF   

AA
UU

DD
II TT

SS  
 &&

  AA
DD

VV I
I SS

OO
RR

YY  
 SS

EE R
R

VV I
I CC

EE S
S   

 

CONTRACT INSURANCE 
REQUIREMENTS 
  
FFIINNAALL  AAUUDDIITT  RREEPPOORRTT  
  

Chief of Audits: James L. Pelletier, CIA, CICA 
Senior Audit Manager: Tom Philipp, CIA, CCSA 

Senior Auditor: Joseph Kelly, Jr., CPA, CGFM 
Auditor II: Jenny Chen 

Report No. A11- 003 October  2011 
 



 

 

Intentionally Left Blank 





Office of Audits & Advisory Services Report No. A11-003 
 

1 

INTRODUCTION 
 
Audit Objective The Office of Audits & Advisory Services (OAAS) completed an audit 

of Contract Insurance Requirements.  The audit objective was to 
determine whether required insurance and bond coverage is 
established and maintained throughout the terms of the contract. 
 

Background  It is the County’s policy to transfer risks associated with a contract, 
where appropriate, to the contractor.  The County transfers this risk 
through contractor insurance requirements contained within the terms 
and condition of the contract.  Department of Human Resources 
(DHR) Policy No. 1105 provides guidance on contract insurance 
requirements. 
 

Audit Scope & 
Limitations 

The scope of the audit was limited to evidence or proof of insurance 
for revenue and expenditure contracts per DHR Policy No. 1105. 
 
This audit was conducted in accordance with auditing standards 
prescribed by the Institute of Internal Auditors, Inc., as required by 
California Government Code, Section 1236. 
 

Methodology OAAS performed the audit using the following methods: 
 
• Reviewed the County of San Diego policies and procedures 

regarding contractor insurance requirements and management 
guidance; 

 
• Interviewed personnel from DHR Risk Management; and 
 
• Selected a sample of 21 contracts; requested and reviewed proof 

of insurance from the assigned County contract manager for each 
contract. 

 
AUDIT RESULTS 
 
Summary In our opinion, within the scope of the audit, there is reasonable 

assurance that contractor insurance coverage is established and 
maintained throughout the term of County contracts.  However, at the 
time of the audit, proof of insurance could not be substantiated for 
some contracts until after required documents were obtained from the 
contractor or agent. 
 

Finding I:   County Departments could Benefit from a Comprehensive 
Solution for Maintaining Evidence of Contractor Insurance 
Of the 21 contracts sampled, 11 (52%) did not have a certificate or 
other proof of contractor insurance already on file.  The DHR Policy 
No. 1105 requires that all department contract files contain current 
evidence of contractor’s insurance. 
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Contract monitoring controls should include a method for ensuring 
that contractors maintain adequate insurance coverage throughout 
the term of the contract.  The County has investigated the use of 
automated systems for monitoring contractor insurance requirements, 
and a few specific departments use them.  Adequate monitoring 
ensures that risk is appropriately transferred, rather than retained by 
the County through self-insurance.  
 

Recommendation: The Department of Purchasing and Contracting should work with DHR 
to evaluate a comprehensive solution to verifying and documenting 
contractors’ insurance. 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 
  

V A L U E

Office of Audits & Advisory Services
Compliance Reliability Effectiveness Accountability Transparency Efficiency

V A L U E

Office of Audits & Advisory Services
Compliance Reliability Effectiveness Accountability Transparency Efficiency



Office of Audits & Advisory Services Report No. A11-003 
 

3 

Department’s Response  
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